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SLIDE 3: INTRODUCTION - SOCIAL AND ECONOMIC GROWTH

At the start of 2002 developing countries realize that social and economic development requires policies that are consistent with integration into the global economy. The question of intellectual property rights (IPRs) has attracted especially close attention in recent years. A current World Bank Report highlights the role of knowledge and the contributions of intellectual property rights in social and economic progress.  Among the developing countries themselves “a greater attention to the protection and enforcement of intellectual property rights is clearly evident. There is an enhanced and more widespread awareness of the importance of intellectual property in general.”

It has become increasingly clear in recent years that the accumulation, use, and exploitation of knowledge are one of the primary forces driving economic and social development in this century. Consider the following points:

· Knowledge and information-Economically exploited as intellectual property-are replacing the more traditional, material elements of production as the primary engine of economic growth.

· This engine is fueled by the ingenuity, creativity, and innovative ability of a nation’s people-truly inexhaustible resources which are increasingly the key to sustainable development.

· Converting these resources into tangible economic assets requires an effective and efficient intellectual property system.

· When properly developed, managed, and commercialized, these assets provide a solid foundation for wealth creation in all nations.

But what does really mean for developing countries?  Enforcement of IP rights is great however how does enforcement translates into economic benefits for a country. As noted Mr. Greenspan recognizes there are the benefits of protecting intellectual property.  I will discuss this issue further later in the presentation.

Right now, developing countries need to understand the importance of Intellectual Property or in other words, “Innovation”.  Innovation is what the global economy requires and if countries don’t take “innovation” seriously they eventually will be left further behind in the global economy than they are now. 

Every new product from software to widgets goes through a cycle that begins with basic research, applied research, then incubation, then development, testing, manufacturing, deployment, support and further engineering improvements.  As of today neither China, India nor Russia has the critical mass of talent that can handle the whole product cycle for a large multinational company.  These countries are developing their capabilities in order to handle more and more of the product phases.  

The two examples of countries which are in the forefront are China and India.  These countries have elevated innovation so high in such a short period of time that world quite frankly is a bit worried.  

How does innovation occur?  The simple view, you need an educated population.  You need engineers and scientist and you cannot forget the liberal arts.  You need creative thinkers.   A good example is China’s Dalian Provence where they have 22 Universities with over 200,000 students.  More than half the students graduate with engineering or science degrees.  For those who study liberal arts the students are directed to spend a year studying Japanese, English and computer science.

An example of a country that has recognized in development, infrastructure and education is Ireland.  Ireland today is the richest country in the European Union after Luxembourg.  Ireland has a higher GDP that Germany and they did it in one generation.  The first thing they did was eliminate the fee for secondary education enabling the workforce to be more educated.  They joined the EU and were able to have a larger base of educated persons to draw upon.  However, they did not have enough competitive products to sell due to a legacy of fiscal mismanagement.  The country was going broke and most people wanted to emigrate.  The only way they could survive was to have the courage to change.  The government, unions, farmers and industrialist got together and agreed on a program of fiscal austerity whereby they slashed corporate taxes to 12.5%, and made college education free.  The results are 9 of the 10 top pharmaceutical companies have operations in Ireland, 16 of the top 20 medical device companies and 7 of the top 10 software firms are in Ireland. And last but not least the government has seen a steady rise in tax receipts.  Furthermore, Ireland set up a science foundation to give grants to any researcher from anywhere in the world who has an idea that he or she would pursue in Ireland and that one day produce a company or product.  That is innovation.

This example reflects the fact that capital chases the cheapest labor.  Capitol is looking for the most productive labor at the lowest price.  This means that a country must have to have four basic things, infrastructure, education, governance and a creative environment.  

Another example of innovation is TCS Iberoamerica in Uraguay.  Mr. Rozman, a man who was raised in Uraguay came up with the idea of partnering with Tata India’s largest software company because of “time zones”.  Since engineers did not want to work all night, the time difference between India and the United States working hours is too great.  Having engineers in Uraguay which is in a logical time zone, to offer their best engineers during America’s day.  Within 5 years they have grown from just an idea to 5,000 employees in Uraguay, Brazil and Chile.  Now that’s innovation.

The facts are we are in the direction of a world in which routine work is largely done by machines whereby mathematical reasoning will be no less important than math facts.  If a worker who cannot contribute to the design of the products they are fabricating they may become obsolete. 

Reference:

· Remarks by Chairman Alan Greenspan, Market Economies and Rule of Law, April 4, 2003

SLIDE 4-7: ECONOMICS AND IP

For many years, economists have tried to provide an explanation as to why some economies grow fast while others do not; in other words, why some countries are rich and others are not. It is generally agreed that knowledge and innovation have played an important role in recent economic growth.

This can be seen in the economic growth achieved by some countries in the 1990s. Rapid knowledge creation, including the emergence of new technologies, resulted in policy changes regarding intellectual property and the adoption of new knowledge asset management practices.

In the 1990s, an increasing number of policy-makers in emerging economic powers recognized the important role of the IP system in encouraging private investment in R&D, especially in the industrial and scientific fields. Many studies suggest a healthy IP system is a key element in encouraging foreign direct investment (FDI). A steady increase in the level of FDI in India, for example, has been evident ever since patent and trademark reform was introduced in the early 1990s. An even more dramatic development took place in Brazil with spectacular growth in FDI following the introduction of a new industrial property law in 1996 (US$4.4 billion in 1995 to US$32.8 billion in 2000).

Table 1 - The top 15 countries (PCT filing) of origin are shown below
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Country of Origin 2002 | 2003 | 2004 | 2005 | 2006 | Compared
with 2005
United States of Americs 41,296 | 41,025 | 43350 | 46772 | 50,089 7.10%
Japan 14063 | 17414 | 20,264 | 24864 | 26906 8.20%
Germany. 14326 | 14662 | 15216 | 16009 | 16366 5.40%
France sos9 | 517t | sass | sms | elos 6.30%
Republic of Korea 2500 | 2949 | 3sss | ass7 | 5935 26.60%
United Kingdom 5376 | s206 | so26 | 5077 | 5064 -0.30%
Netherlands 3977 | 447 | 4234 | 4514 | 4432 -1.40%
China Lois | 12ss [ 1706 | 2499 | 3910 56.50%
Switzerland 2755 | 2861 | 2398 | 3285 | 34ss 6.20%
Sweden 2990 | 2612 | 2351 | 287 | 3312 15.10%
Italy 1982 | 2163 | 2189 | 236 | 2721 16.00%
Canada 2260 | 2270 | 2104 | 2315 | 24m 6.70%
| Australia 1759 | neso | 1837 | 1994 | L9s9 -0.30%
Finland 176z | 1557 | 672 | 1sen | Lge3 -150%
Isracl 17 | vz | 27 | 1456 | Lssa 8.80%
1l Oters 8045 | g2 | 9259 | 10308 | 10742 4.20%
[Total 110,392 | 115,199 | 122,627 | 136,639 | 147,500 7.90%





Source: WIPO Statistics Database

PCT Filing Trends

The graph below shows the number of PCT international applications filed since 1978. In 2006, 147,500 PCT international applications were filed, representing a 7.9% increase over the previous year. 
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The ways in which patents stimulate economic development could be the subject of several volumes, however the following sections attempt to distill the essence of how this process works – and provide some facts and examples. Patents can be used to stimulate economic development in four main ways:

• Patent information facilitates technology transfer and investment;

• Patents encourage R&D at universities and research centers;

• Patents are catalysts of new technologies and businesses; and

• Businesses accumulate and use patents in licensing, joint ventures, and other revenue-generating transactions.
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Note: Patent counts are based on the earliest priority date, the inventor’s country of residence and fractional counts.  Data mainly derives from EPO Worldwide statistical patent database (April 2007)

Patents are applied for at the EPO, USPTO and JPO.  Figures from 1998 onwards are estimates

Reference:

· Intellectual property, A power tool for economic growth, Kamil Idris, June 2003 (WIPO)

· The International Patent System in 2006, PCT Yearly Review, (WIPO)

· United States Committee on the Judiciary, "Counterfeiting And Theft Of Tangible Intellectual Property: Challenges And Solutions”, Timothy Trainer, March 23, 2004

· Compendium Of Patent Statistics, Organization For Economic Co-Operation And Development, 2007

· Patenting by Organizations, Patent Technology Monitoring Team (PTMT), 2006

· Greenblum & Bernstein, P.L.C., Asian Practice Group Newsletter, Recent News in Intellectual Property, April 2007

SLIDE 8-10: EXPANDING IPR IN DEVELOPING COUNTRIES: COMMON CHALLENGES AND SOLUTIONS

There are challenges on both the domestic and the global agendas. 

The first challenge is to encourage and support inventors and research and development institutions, to protect industry and to support small and medium sized enterprises. 

1. We need to persuade leaders, policy makers, consumers and the general public to truly see intellectual property as a source of economic growth 

2. We need to assist developing countries and countries in transition to unleash their creativity and innovative potential in order for them to produce, to compete and trade 

3. How do we educate governments to keep pace with rapid technological developments such as the Internet and other forms of digital technology and the digital economy of the twenty-first century? 

Reference:

· The Global Intellectual Property Issues Agenda of WIPO, Dr. Kamil Idris (Director General of WIPO)

CHALLENGES, NEEDS, AND ORGANIZATIONAL RESPONSES TO THESE NEEDS - ASIA

Optimization of Intellectual Property rights in Asia is increasingly important to maintaining or improving profitability.
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Western companies and Asian companies alike, will continue to invest both financial and organizational resources, in increasing the region’s intellectual property protection, regulatory regimes and compliance, based on growing intellectual property content for many businesses;

Reference:

· Strategic Executive Search, Xin Fa 4, 2004

SLIDE 11-14: IMPACT OF THE INTELLECTUAL PROPERTY SYSTEM ON ECONOMIC GROWTH - INDIA

Patent Regime before TRIPS
The positive effect of patents was not observed on research and economic development activities. Though the companies like Ciba-Geigy (Novartis), Hoechst (Aventis) and Boots has set up facilities in India the Indian Private sector did not pursue new drug 

R & D. The major research on drug development was started by Central Drug Research Institute; a public sector organizations by developing moderate infrastructure.

· Supposed to provide incentives to Indian companies to undertake new drug R&D

Result in shrinkage of market opportunities of the Indian companies because they will no longer be able to reverse engineer and produce the new drugs invented abroad and protected by patents

Patent Regime after TRIPS:

Abolition of Product Patent Protection in 1972 operated as a pull mechanism and provided the Indian companies the space of operations and the opportunity to develop and innovate. Indian private sector has started investing in R & D for new drugs.

Trend of Applications filed:

Patents applications and design applications filed in India over last 15 years clearly shows a rising trend after the year 2002-03.

[image: image7.emf]
IPR regime is likely to affect growth indirectly by encouraging the innovative activity that in turn is the source of total factor productivity improvements. The IPR regime could also affect the inflows of FDI, technology transfers and trade that might impinge on growth. The relationship between IPR and development could be subject to the causality problem as developed countries are likely to have stronger IPRs regime than the poorer ones. Studies have found the relationship between IPR protection and level of development to be non-linear suggesting that patent protection tends to decline in strength as economies move beyond the poorest stage into a middle-income stage in which they have greater abilities to imitate new technologies. Quantitative studies have also shown that universally imposed minimum standards for patent protection are not likely to contribute to increased growth in countries below a certain threshold in terms of level of development.
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Ratio of R&D to sales of major sectors of Indian industry
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Reference:

· Impact of the Intellectual Property System on Economic Growth, WIPO-UNU Joint Research Project, S.K.Verma

· Commission on Intellectual Property Rights, Intellectual Property Rights, Technology and Economic Development: Experiences of Asian Countries, Nagesh Kumar 

SLIDE 15-18: LATIN AMERICA: OVERCOMING ECONOMIC CHALLENGES

All seven Latin American markets covered in the IMS Market Prognosis Latin America 2004 report are expected to record steady revenue growth over the next five years. Aggregate sales in the seven markets are estimated to almost double to US$35 billion and post a CAGR (compound annual growth rate) of 13.3% between 2003 and 2008, expressed in US dollars at constant exchange rates as of January 2004. 

The highest CAGRs are predicted for Venezuela (27%) and Mexico (13%), resulting from expected double-digit price rises in both countries during the prognosis period. On the contrary, Peru is estimated to post the lowest revenue growth rate (5%) during the five-year period. 
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This is surprising for Venezuela, where the economy contracted by 13% in 2003, largely due to domestic, political and social upheaval. Given the low base, however, Venezuelan CAGR averaging 4.5% between 2003 and 2008 can hardly be said to constitute a true recovery. Economic growth has rebounded strongly in Argentina, driven mainly by domestic demand, which in turn was stimulated by expansionary fiscal and monetary policies, and gradual progress with structural reform will help boost GDP (gross domestic product) growth. 

Exports will be the main driver for growth in most Latin American markets, in line with the expected revival in world trade. Chile in particular should benefit from bilateral trade agreements. In Peru, Mexico and Venezuela, GDP growth depends to a greater extent on domestic political stability than in the other four markets. 
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GDP per capita growth is expected in all seven countries, although disparities will remain widespread, with a large gap between the wealthier countries (Chile and Mexico) and the poorer countries (Colombia and Peru). 

Compliance with the intellectual property provisions of the GATT TRIPS agreement will remain a highly contentious issue, particularly in Brazil, where compulsory licensing is now a reality in respect of antiretroviral in cases of 'national emergency' or ‘public interest'. 

Given their dependence on domestic industries for cheap copy products, most Latin American countries will aim for the minimum acceptable protection under the TRIPS agreement, which is likely to exclude second use patents and pipeline protection, allow for compulsory licensing, and keep data protection provisions to a minimum. 

Multinationals will look to the Free Trade Area of the Americas (FTAA) agreement to help resolve some of their concerns about patent protection in the region. This is likely to be a highly contentious aspect of the FTAA negotiations, however, and they are likely to take some years to conclude. 



Reference:

· Pharmalicensing.com, Latin America: Overcoming economic challenges

· Resulting  Enforcement Efforts   (Intellectual property in Latin America, (Presented by: Jose I. Rojas) (http://www6.miami.edu/efta/sessions/miami_2007/presentations/EFTA_jrojas.ppt#262,8,)

SLIDE 19 AND 20: SOUTHEAST ASIA ECONOMIC STRENGTHS AND WEAKNESSES

Weak IPR legislation and the absence of enforcement in Southeast Asia present a major risk for some of these businesses. Unfortunately, there is little published material on IPR protection with practical advice for managers. Most is in the form of legal texts, which are tedious for the non-expert to use.




Reference:

· Forecasts of GDP Growth rates and inflation rates in East Asia, 2006 and 2007, Table 1

· RIS Discussion papers, Intellectual Property Rights, Technology and Economic Development: Experiences of Asian Countries, Nagesh Kumar

· JILT 2006 (1) Special Issue, Intellectual Property Law in Southeast Asia: Recent Legislative and Institutional Developments, Christoph Antons

SLIDE 21-24: INTELLECTUAL PROPERTY CHALLENGE IN CHINA

Intellectual property protection was and is playing an important role in China’s on-going open-door policy and economic reform, which began since late 1970s. The past three decades have witnessed dramatic changes in China Intellectual Property Rights both in terms of national IPR law system and international treaties membership.

Most recently, on June 9, 2007, the WIPO Copyright Treaty (WCT) and the WIPO Performances and Phonograms Treaty (WPPT) both came into force within China.

With its entry into a variety of international IP treaties, China has been incorporating international IP rules and has formed its own IPR system. Though there is no Intellectual Property Code, Intellectual Property Rights are codified by laws and mainly complemented and supplemented by related regulations, judiciary interpretations, administrative measures, and local regulations or measures, which are of varying authority depending on the competent bodies that promulgate them. Among them, basic IPR laws, enacted and revised by the Standing Committee of the National People’s Congress, are Patent Law, Trademark Law, Copyright Law and Anti-Unfair Competition Law.

With 30 years of gradual economic reforms, China has been opening the economy to international trade and investment, and seen fast economic growth. And there is a nearly nine-fold increase in GDP per capita since 1978. Notably, from 1990s, Gross Domestic Product grew by average about 10% per year.



Over the past decades, especially after 2001, China has witnessed an explosion of invention patent application and grants. Domestic filings overcame foreign ones in 2001, but difference between domestic and foreign grants grew ever since wider. 

Patent Application And Grand Trends



Data for Economic Model Analysis – China



Reference:

· WIPO - UNU Joint Research Project, Impact of the Intellectual Property System on Economic Growth, Country Report – China, Ping Zhang

SLIDE 25 AND 26:  INTELLECTUAL PROPERTY RIGHTS AND ECONOMIC ACTIVITY IN AFRICA

A useful indication of the magnitude of resources devoted to the creation of new knowledge and information is a country’s expenditure on R&D. This indicates in part the potential for the creation of knowledge, inventions and innovations. It could also indicate the potential for the adaptation and utilization of technologies. Available evidence indicates that compared with an average of 2.0 percent and 0.4 percent of GNP spent on research and development in developed economies and developing economies respectively, Sub-Saharan Africa spent only 0.28 percent of her GNP on R&D in 1997 (see Table 1 below). The evidence also shows only 83 Scientists and Engineers per one million of the population in R&D in Sub-Saharan Africa, compared with an average of 514 for all developing economies (UNCTAD, 1999).

Table 1: R&D Propensities and Skills in Major Country Groups

	
	Scientists and Engineers
	Patent Applications Filed
	Trade

	Major Countries and Group of Countries
	Estimated Number
	Number per million of population
	R&D % of GNP
	Residents (2000)
	Non-Residents (2000)
	Applications filed (2000)

	Developed Countries   1/
	2,704,205
	1,182
	1.9%
	839,048
	4,071,596
	1,321,907

	Developing Countries   2/
	1,034,333
	514
	0.4%
	69,069
	4,459,699
	472,728

	Sub-Saharan Africa
	3,193
	83
	0.3%
	210
	1,441,602
	10,212

	North Africa
	29,675
	423
	0.4%
	940
	86,748
	23,781

	Latin America & Caribbean
	107,508
	339
	0.5%
	940
	589,433
	113,573

	Asia (Excluding Japan)
	893,957
	783
	0.7%
	n/a
	n/a
	n/a

	Newly Industrialized Economies    3/
	18,492
	121
	0.2%
	n/a
	n/a
	n/a

	South Asia   4/
	145,919
	125
	0.9%
	90
	119,781
	8,448

	West Asia
	50,528
	296
	0.5%
	n/a
	n/a
	n/a

	China
	422,700
	350
	0.5%
	241
	2,879
	-

	Central & Eastern Europe
	946,162
	1,857
	0.8%
	26,898
	341,636
	57,298

	Sources: World Investment Report, 1999 (Foreign Direct Investment and the Challenge of Development), UNCTAD, United Nations

	World Development Indicators, 2003 (The World Bank), Table 5.12 (Science & Technology), pages 302-304

	Notes: 1/. United States, Canada, Western Europe, Japan, Australia and New Zealand
	
	
	

	2/. Including Israel, South Africa and former socialist economies in Asia
	
	
	

	3/. Indonesia, Malaysia, Thailand and Philippines
	
	
	
	
	

	4/. India, Pakistan, Bangladesh, and Nepal
	
	
	
	
	


Royalties, licenses and fees are seen as the most direct measure of the payments and receipts on patents, trademarks, copyrights, and trade secrets, etc... The data confirm Africa’s position as a net importer of technology. Payments for royalties, licenses and fees, which also reflect the authorized use of intangible assets, have declined both in absolute and relative terms over the 1990s.  While globally payments for royalties and license fees have increased substantially, payments by Sub-Saharan Africa have declined.

Table2: Net Receipts on Royalties, License Fees and Foreign Direct Investment

	(a): Royalties, Licenses and Fees
	1980
	1990
	1993
	1994
	1995
	2001

	Payments (US$ million)
	
	
	
	
	
	

	World
	10,349
	33,193
	38,347
	43,867
	52,889
	72,356

	Sub-Saharan Africa
	303
	154
	162
	140
	118
	69

	Gross Receipts (US$ million)
	
	
	
	
	
	

	World
	13,163
	35,477
	43,868
	50,266
	59,369
	73,148

	Sub-Saharan Africa
	21
	70
	78
	79
	95
	236

	Net Receipts (US$ million)
	
	
	
	
	
	

	World
	2,814
	2,284
	5,521
	6,399
	6,480
	792

	Sub-Saharan Africa
	(282)
	(84)
	(84)
	(61)
	(23)
	167

	Share of Sub-Saharan Africa (%)
	-10.0%
	-3.7%
	-1.5%
	-1.0%
	-0.4%
	21.1%

	(b) Foreign Direct Investment
	1980
	1985
	1990
	1995
	2000
	2001

	FDI Inward Stock (US$ million)
	
	
	
	
	
	

	All Developing Countries
	245,819
	344,463
	484,954
	849,915
	2,002,173
	2,181,249

	Sub-Saharan Africa
	34,326
	35,473
	50,291
	77,863
	142,379
	158,840

	Share of Sub-Saharan Africa (%)
	14.0%
	10.3%
	10.4%
	9.2%
	7.1%
	7.3%

	FDI Outward Stock (US$ million)
	
	
	
	
	
	

	All Developing Countries
	22,058
	35,469
	90,404
	270,925
	751,632
	776,065

	Sub-Saharan Africa
	6,878
	10,961
	23,202
	35,606
	47,249
	44,583

	Share of Sub-Saharan Africa (%)
	31.2%
	30.9%
	25.7%
	13.1%
	6.3%
	5.7%

	FDI Net Stock (US$ million)
	
	
	
	
	
	

	All Developing Countries
	223,761
	308,994
	394,550
	578,990
	1,250,541
	1,405,184

	Sub-Saharan Africa
	27,448
	24,512
	27,089
	42,257
	95,130
	114,257

	Share of Sub-Saharan Africa (%)
	12.3%
	7.9%
	6.9%
	7.3%
	7.6%
	8.1%

	Sources: World Bank - World Development Indicators 1999 on CD-ROM for 1980-95 data
	
	

	World Bank - World Development Indicators, 2003 (Table 5.12, page 304) for 2001 data
	
	

	World Investment Report 2002 (Transnational Corporations and Export Competitiveness), UNCTAD, United Nations

	Based on Annex Tables B.3 and B.4, pages 310-318
	
	
	
	


Reference:

· Doing business in South Africa
· Morocco, African Economic Outlook 2005-2006

· Index of Economic Freedom, South Africa, 2007

· Other web links: http://www.cepa.org.gh/archives/research-working papers/2003/TRIPS_and_African_Economic_Development_WR.doc
SLIDE 27-29: ECONOMIC ARGUMENTS FOR AND AGAINST STRONG IPRS IN DEVELOPING COUNTRIES

Economic Arguments for and against Strong IPRs in Developing Countries

	FOR
	AGAINST

	Growth and high standards of living are realized through technology generation which is stimulated by IPR.
	The 'most important factor' in the development of IPR has not been anticipated economic payoffs on the side of developing countries but plain 'political coercion' exercised by industrial countries, in particular the United States. By the late 1970s to early 1980s, the US government had acknowledged that a structural technology gap was seriously emerging between its economy and Japan's. Therefore, policy was directed to aggressively to freeze the artificial advantage still enjoyed by American industry through an expansive foreign IPR policy, coupled with weak antitrust and strong competition policy measures. 

	It stimulates investment.
	Biotechnology corporations have been spending US$7.5 billion per year on R&D, and in 1995 alone over US$12 billion were invested in the sector, despite weak or uncertain patent protection in many of the world’s largest markets — including the EU. Their biotechnology patenting directive has not even entered into force and is currently under dispute at the European Court of Justice. The profit motive, without IPR props, appears to work well enough alone even in a high-tech, high-risk R&D sector. This illustrates economists' finding that there is no correlation between investment and IPR, just as there is no confirmed correlation between investment in R&D and economic growth. 

	It attracts foreign direct investment (FDI).
	Most FDI is concentrated in the hands of a small number of companies and flows within the same company across borders. Ten developing countries alone absorb 80% of all FDI flowing to the South. This must be weighed against payment of licences and royalties by all developing countries to foreign IPR holders, which drains precious reserves. 

	It stimulates technology transfer from North to South.
	An estimated 70% of the global payments of royalties and license fees (direct evidence of technology transfer) comprises transactions between parent TNCs and their foreign affiliates. TRIPs requires that importation of patented products or processes by the South constitute the actual 'working' of a patent in the purchasing country, therefore giving an illusion of technology transfer. 

	It stimulates research and innovation.……
	The relationship between monopolies and innovation is a shaky one. IPR essentially puts territorial borders around technologies and other inventions so that firms can capture higher rents (profit maximization). There is no inherent relationship between patents and R&D. 

	... by allowing inventors to recoup R&D costs.
	Empirical evidence shows that in developed countries, industry recoups 15-20% of its R&D costs through patents whereas in a country like India, the figure for a domestic inventor is 0.5-2%. The reason often stated is that Indian invention is of an adaptive nature, which implies that strong patent rights are not the relevant mechanism to generate profits on R&D expenditure. In the public sector in the US, government-sponsored research through the university system hit the US$82 billion mark in 1995, generating 20,000 patent filings and US$1.5 billion in royalties – a meagre 2% return on the investment. This is used to argue that the government should not invest in academic research because of low economic returns even when universities adopt an aggressive IPR policy. 

	The public benefits of disclosure outweigh the costs of artificial monopolies in the marketplace.
	This argument is untenable. IPR does not guarantee disclosure. Trade secrecy ranks first as a method for protecting innovation in 43 industries across the US economy, especially in information technologies and biotechnology In the biotechnology industry, written disclosure has been replaced by physical deposit of samples, and these samples are not available to the public. Firms deploy much effort to avoid disclosure of their patent portfolios. In the US, rejected patent applications – the bulk of all filings — are kept secret. Even if there is technical merit to rejected applications, researchers only see that fraction of technological information deemed worthy by the patent office Also, strong IPR systems can be the cause of costly duplication of R&D investment or patent-racing, compounded by high enforcement costs. 

	It generates technology, a fuel of national economic well-being.
	A recent survey in the United States dispels this claim. Over 80% of the companies contacted indicated that 'blocking technical areas' with no intention of working the invention was a prime motive for patenting. Patents are described as 'trump cards' to negotiate licences. In other words, the patent system regulates competition. It does not necessarily stimulate technology generation, much less diffusion. 

	IPR is essential to free markets.
	IPR is a market distortion in itself: it is a government sanctioned monopoly and a subsidy. In open markets, IPR works as a mechanism to regulate competition between firms but not to relieve the market of barriers to trade because it is, by definition, a barrier to trade. In the long term, strong IPR system can result in price discriminations depending on demand elasticities. Patent-pooling, tied up sales, cross licensing, refusal to license, territorial restraints and many other market-distorting practices are common in countries with strong IPR systems. If implemented in absence of broader policies related to competition and trust prevention, IPR can give firms excessive control over markets. 

	It is an indiscriminatory democratic system, subject to full public participation.
	The opposite is true: it is an expensive elitist system. A patent has to be defended by its owner, not the government. A typical lawsuit over one claim of an invention costs between US$25,000-US$200,000 today in the United States. Patent infringement litigation costs US$1 million in the US and $600,000 in Europe. 


Reference:

· Intellectual Property Rights and Biodiversity: The Economic Myths, Global Trade and Biodiversity in Conflict, Issue no. 3, October 1998

SLIDE 30-38: LICENSING REVENUE 

Royalties from inventions earn an estimated $150B/year worldwide and are expected to grow 30% annually over the next 5 years.

“Trying to Cash in on Patents.” New York Times, June 7, 2002

· $1.5B in licensing revenue for IBM in 2001 (over 11% of pre-tax profit).

· Hitachi had $428M in patent licensing revenue in 1996.

· Canon had $127M in patent licensing revenue in 1997.

Reference:

· Fundamentals of Patent and Copyright Law for Florida State University

Given the fluctuations of the US economy over the last year, the Office of Technology Licensing (OTL) is pleased to report that licensing revenues for School of Medicine technologies, for the fiscal year that ended June 30, 2002, were only 2% less than that reported for FY ’01, $7,224,000 vs. $7,348,000. Patent expenses for the year were $3,685,000, of which $2,058,000 (56%) were for licensed technologies and reimbursable by the licensee relative to patent expenses of $3,587,000 with 54% reimbursable for the previous year FY ’01. 
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University of Virginia statistics



In addition, 61 new deals were signed and the foundation earned $6 million in license fees and royalty revenue.  More than $1.2 million of these revenues were shared with UVA inventors.

UVA schools disclosed 184 new inventions and discoveries for protection and licensing.

IBM: A compelling IP royalty story



Survival analysis of patents provides some measure of value of a given patent. For example, the patents that have been maintained for 12 years or more (about 40%) are the most valuable vs. the ones that expire within 4 years. Obviously, good patents are maintained for longer duration.32 In pure economic value, only 1% of the total patents are actually worth $1.1M or more.33 The patent portfolio is likely to skew towards top 1-10% of the patents that hold more than 50% of the value. 

LICENSING INCOME 

In FY2004, OTD collected income of $339,430 from licensed inventions. This income was generated by a combination of running royalty payments and milestone payments. 

Licensees of USA & SAMSF inventions reimbursed 48% of legal fees expended in FY2004. Almost all of these reimbursements were direct re-payment by the partner for patent expenses. 



The chart below tracks annual licensing income received since FY1996. USA & SAMSF currently have 12 active license agreements, of which 5 produce income. Cumulative technology licensing income to USA and SAMSF since FY1993 exceeds $1.25 million. 

USA OFFICE OF TECHNOLOGY DEVELOPMENT SUMMARY STATISTICS 

Specific details about OTD’s overall operations are shown in the summary table below. The cumulative total column reflects all activity since FY1999, except as indicated (*), where a summary is not an accurate measure; those measures instead reflect the most current fiscal year activity. 



Reference:

· John Hopkins Medicine research, Licensing And Business Development, October 2002
· Patent foundation, University of Virginia, Statistics
· Positioning IP for shareholder value, Patent brands, March 2002

· What is your Patent Portfolio Quotient™ (PPQ)?, Chetan Sharma, July 2007

SLIDE 39: CONCLUSION

From the mayor of Dalien, Mayor Xia “The rule of the market economy is that if somewhere has the richest human resources and the cheapest labor, the businesses will go there.  “Chinese people were first the employees working for the foreign manufacturers and after we have learned all the processes we can start our own companies.  

Please make no mistake, it has been predicted that in the future and to a great extent already in the present, the key distinction for international trade will no longer be between things that can be put in a box and things that cannot.  It will, instead be between services that can be delivered electronically over long distances with little or no degradation of quality and those that cannot.

As David Schlesinger of Reuters said “Change is hard and Change is hardest on those who have difficulty changing.”

SLIDE 40: CONTACT INFORMATION

Margaret “Peggy Moizel”

President

IP Compliance Management LLC

6538 Collins Ave, Suite 206

Miami Beach, Florida 33141

Moizel@ipcmllc.com
Tel 
 917-923-9229

Fax
 305-675-0734
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